
Magalie Roman-Salas
Secretary
Federal Communications Commission
1919 M Street, N.W., Rm. 222
Washington, D.C. 20554

Re: CC Docket No. 80-286

Dear Ms. Roman-Salas:

EX PARTE OR LATE FILED

July 28, 1998
Ex Parte Notice

RECEIVED

JUL 2 8 1998

FeDERAL COMMUMCATlOHS COMM
OFFICE OF THE SECRETAfl'( ISSION

On July 27, 1998, John Schrotenboer and Porter Childers, representing the United States
Telephone Association (USTA), met with Jeff Richter of the Federal-State Joint Board staff to
discuss USTA's position regarding issues in the Federal-State Joint Board on Separations
Reform proceeding. The attached material was the basis for the presentation and discussion.

The discussion was consistent with USTA's Comments and Reply Comments on file in
this proceeding.

In accordance with Section 1.1206(b)(2) of the Commission's rules, two copies of this
notice are being submitted to your office today. Please include it in the public record of this
proceeding.

Respectfully submitted,

Porter E. Childers
Executive Director - Legal & Regulatory Affairs

attachment
cc: Federal-State Joint Board Service List

1401 H STREET NW SUITE 600 WASHINGTON DC 20005-2164 ;-, 202.326.7300 ,"" 202.326.7333 ~ www.usta.org
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•

Legal Basis for
Jurisdictional Separations

• There is currently a legal requirement to define
jurisdictional responsibilities for costs and expenses.

• Each jurisdiction must then allow charaes at a
level designed to fairly compensate LEes for
services under its autnority.

..

• Jurisdictional separation of costs is necessary so
long as local exchange carriers remain sublect to
federal and state regulations including price
cap regulation. . ..

• The Telecom Act of 1996 did not change 47
U.S.C. § 221 (c).
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lJSTA's Separations Freeze Prop\Jsal

Two-Tiered Approach:

.Price Cap Carriers:

• Immediate freeze of allocation factors and
categorization relationships as of 12/31/97

Rate of Return Carriers: .'

• Immediate freeze of allocation factors based on
.an average of 1994,1995, and 1996 data

.• Continue current categorization process

USl
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Meets Criteria Recommended bf
FCC Commenters Evaluating the
Existing Separations Process

• Competitive neutrality
• Administrative simplicity
• Regulatory streamlining
• Maintains principles of cost causation

• Avoids jurisdictional cost shift
, "

• Maintains jurisdictional separations

Ie UST
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USIA's Separations Freeze Proposal

Example
Price Cap Carriers - Central OHice Equipment

..

BASE YEAR FUTURE YEAR(S)
Category Interstate Total

Subj to Sep Ratio Interstate Factor Subj to Sep Inlerstale Interstale
Account 2210 (0) (b=a/tot a) (c) (d=c/a) (e=tot e·b) (f=e·d) (g=tot f/lot e)

1.Tandem Switching 18,000 0.059.4 9,400 0.5222 20,792 10,858

2. Local Switching 285,000 0.9.406 3.4,500 0.1210 329,208 39,851

3. Tolal 303,000 1.0000 .43,900 0.1449 350,900- 50,710 0.1.449

Account 2220

4. Operator Systems 40 0.0092 .40 1.0000 46 46

5. Service Observing Boards 5 0.0011 - 0.0000 6 -
6. Auxiliary Service Boards

' '

7994,200 0.9622 680 0.1619 .4,811

7. Traffic Service Positions 120 0.0275 7 0.0583 137 B

8. Totol 4,365 1.0000 727 0.1666 5000· 833 0.1666,

• For future years, the only input required is the total dollar amount in the account subject to ~parations. U S T I

\\ ~.



lJSTA's Separations Freeze Prop",sal

Example
Price Cap Carriers - Cable and Wire Facilities

BASE YEAR FUTURE YEAR(S)

Category Interstate Total
Subj to Sep Ratio Interstate Fodor Subj 10 Sep Interslate Interstate

Account 2410 (a) (b=a/Ioto) (e) (d=c/a) (e=lot etb) (f=etd) (g=lot f/lot e)

1. Cat. 1C&WF loop - Msg 523,000 0.7259 131,000 0.2505 598,855 150,000

2. Cat. 1C&WF loop - PI 27,500 0.0382 11,300 0.A109 . 31,A89 12,939

3. Cat. 2 C&WF Exeh Trunk - Msg 50,700 0.070A 5,300 0.1045 58,053 6,069

A. Cat. 2 C&WF Exeh Trunk - PI 2,000 0.0028 1,500 0.7500 2,290 1,718

5. Cat. 3 C&WF IX Trunk - Msg 32,500 0.0451 22,000 0.6769 37,21 A 25,191

6. Cat. 3 C&WF IX Trunk - PI 5,800 0.0080 3,200 0.5517 6,641 3,66A

7. Cat. AC&WF Host/Remote Trunk - Msg 76,500 0.1062 8,700 0.1137 87,595 9,962

8. Cat. AC&WF Host/Remote Trunk - PI 2,500 0.0035 300 0.1200 2,863 344

9. Total 720,500 1.0000 183,300 0.2544 825,000· 209,855 0.2544

• For future years, the only input required is the total dollar amount in the account subject to separations.



USTA's Separations Freeze Proposal

Example
Rate of Return Carriers - Central OHice Equipment

1996 1994 1995 1996 Average 1997
Interstate Interstate Interstate Interstate

InterstateSubj to Sep Interstate Fodor Fodor " Factor Factor- SubitoSep (h)=(gl-(f)(a) (b)=(a)·(e) (c) (d) (e) (J)=((c)+ (gl
Account 2210 (dl+(eU/3

1. Tandem Switching 10,000 5,200 0.5000 0.5100 0.5200 0.5100 10,500 5,355

2. local Dial Switching
.,

200,000 95,000 0.4500 0.4650 0.4750 0.4633 222,500 103,092

3. Total 210,000 100,200 233,000 108,447

Account 2220

.4. Operator Systems .400 400 1.0000 1.0000 1.0000 1.0000 .405 405.
5. Service Observing Boards 100 - 0.0000 0.0000 0.0000 0.0000 110 .
6. Auxiliary Service Boards 50 4 0.0600 0.0760 0.0850 0.0737 51 "4

7. Traffic Service Positions 500 88 0.1666 0.1678 0.1767 0.1704 550 94

8. Total 1,050 .493 1,116 502

• For future years, the average interstate factors would be used as the separations allocators \ U S1
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USiA's Separations Freeze Proposal

Example
Rate of Return Carriers - Cable and Wire Facilities

1996 1994 1995 1996 Average 1997
Interstate Interstate Interstate Interstate

IntersfafeSubj to Sep Interstate Fodor Fodor Fodor Fodor- SubpoSep
(h)=(9)-(~(a) (b)=(a)·(e) (e) (d) (e) (Q=Ue)+ (9)

Account 2410 (d)+(e))/3

1. Cot. 1C&Wf Loop -Msg 523,000 132,058 0.2495 0.2520 0.2525 0.2513 525,000 131,950

2. Cat. 1C&Wf loop - PI 27,500 11,138 0.4035 0.3986 0..4050 0.4024 28,000 11,266

3. Cat. 2 C&Wf Exch Trunk - Msg 50,700 5,324 0.0985" 0.1120 0.1050 0.1052 51,000 5,364

4. Cat. 2C&Wf Exch Trunk - PI 2,000 1,520 0.7400 0.7500 0.7600 0.7500 2,000 1,500

5. Cat. 3 C&Wf IX Trunk - Msg 32,500 22,019 0.6875 0.6750 0.6775 0.6800 "33,000 22,440.
6. Cat 3C&Wf IX Trunk - PI 5,800 3,132 0.5430 0.5395 0.5400 0.5408 6,000 3,245

, '"

7. Cat. .4 C&WF Host/Remote Trunk· Msg 76,500 8,415 0.1095 0.1130 0.1100 0.1108 77,000 8,534

8. Cat. 4 C&WF Host/Remote Trunk - PI 2,500 319 0.1150 0.1250 0.1275 0.1225 3,000 368

9. Total 720,500 183,923 725,000 184,666

• For future years, the average interstate factors would be used as the separations allocators ) U S T
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.~dvantages of L~TA'S
Separations Freeze Proposal

• Promotes competitive neutrality and administrative
. simplicity

• Significant streamlining of the regulatory process
• Continues to allow for the processing of cost data

through the FCC Parts 32, 64, 36, and 69 rules
• Easily auditable
• Continues to provide required data for Federal and

State Monitoring Reports .
. • Continues to provide required data for FCC's

ARMIS 43-04 Report .
USl
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R.evenue Requirement Impacts
of DiHerent Separations Changes

Interstate Revenue Requirel11ent

ARMIS NECA ARMIS+NECA
Companies Companies Companies

Current~ USTA Proposal
Current - loop

USTA Proposal

Loop Allocated @15%

Loop Allocated @SLU

$22,276,850,000
$22,276,850,000

$22,254,968,000

$18,219,641,000

$17,896,073,000

$1,496,307,000
$1 ,594,962,000

..
$1,483,861,000

$1,299,796,000

$1,387,916,000

$23,773,157,000
$23,871,812,000

$23,738,829,000

$19,519,437,000

$19,283,989,000

2. ARMIS companies based on 1996 & 1997
ARMIS 43-04 data. NECA companies
based on 1994, 1995, 1996 data.

different forounts are A
The bose year om. for !he UST U S TNOTES: 1. th NECA Compaloonles Allocator cha~ge. ~

e I nd the P f!h . m~n1es In •/.
Propose a Iy a subset a e ':d for !he 0\ {(beCause on 6~calion wo~ u I..!he loop quan Iquan6~cahon.
USTA=so III
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Revenue Re
of Different

uirement 1m
•eparatlons

acts
hanges

Loop Allocated @ SLU

ARMIS Cos.
NECACos.

Loop Allocated @15°k
ARMIS Cos.
NECACos.

ARMIS Cos.
NECACos.

USTA Proposal

Shift to State • Per line per Month
Average Range

$0.02 $(33.66) - $15.71
$0.01 $(1.33) - $1.40
$0.16 $(33.66) - $15.71

$2.25 .. $1.05 - $64.64
$2.19 $1.15 - $4.35
$3.55 $1.05 - $64.64

$2.37 $(78.36) - $58.70
$2.37 $(2.64) - $5:41
$2.49 $(78.36) - $58.70

NOTES: 1. For the USTA proposal 78.6% of the NECA Com~nies 2. ARMIS companies based on 1996 & 1997
had impacts less than +/- $2.00; 89.1% were less than ARMIS 43-04 data. NECA companies based
+/- $3.00; 96.8% were less than +/-$5.00. Only 19 on 1994, 1995, 1996 data.
Companies had impacts greater than +/- $5.00. US1
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Ir the USTA Proposal Is AdopteJ, ..
the Issues Raised in the Notice on .
These Subiects Are Resolved:

• Marketing expenses
• Spare facilities .'
.• Customer service expenses
• White Pages

USl
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USTA SEPARAOONS REFORM MQDEL
USTA FREEZE ALTERNAnvE

{ARMIS CoB... 1991 DolIn; NECA co.. are 1996 DoIaIs)

USTA PROPOSAL
SHIFT TO STAJE

COMPNfYI BASE DIFFERENCE
(MASKED INTERSTATE INTERSTATE TOTAL PER LOOP

STATE NAME) LOOPS ASSIGNIlENT ASSIGNMENT DIFFERENCE PER MONTH
(A) (B) (e) (0) (E) (F) =(D) - (E) (G)- (F)/(C)/12
WI 2fl5 992 $22B 862 $225,000' $3,768 $0.32
WI 284 1,127 $266.292 $260409 $5,883 $0..44
WI 255 11..1 $175.292 $168940 $6352 $0.416
WI IlO1 1.222 $391,916 $399918 f$8.OO2'l (.$0.55
WI 280 1.5561 $324690 $317,994 ~6196 $0.36
WI 1525 1851 $460.7010 $482579 ($21,839) f$O.9Sl
WI 374 1927 $821964 $622,765 ($801) ($0.031
WI 304 1,982 $813148 $607804 $5343 $0.22
WI 2S3 2096 $291,905 $2B0184 $11721 $0.47
WI 50S 21'19 $381,fil1 $«10982 ($19384) rso.73
WI e 2.359 $462858 $47-4475 ($1161n 00.41)
WI ~14 3,360

~a:
$631.743 S7.'ZZ1 $0.18

WI 78 3,419 $711.328 $ll7515 $2..36
WI 341 3,954 $1198«>4 $1,193640 $4,764 $0.10
WI 515 996 $956,659 $897108 ($40449' ($0.84)
WI 378 380 $8335eO $835,750 ($2190 ($0.04)
WI 151 , 889 $1.670.831 $1593,923 $"'re,908 $1.31
WI llO2 1437 $1,322,682 $1 272219 S50<163 $0.65
WI 4S4 7751 $1,105.957 $1142,975 ($37016) ($0.40)
WI 197 8,274 $1353535 $1,272,0418 $81117 $0.82
WI 291 8311 $2,893448 $2,866754 $26,692 $0.27
WI 313 8,374 $1,453,192 $1,434,363 $18829 $0.19
WI 2D6 8592 $1418,.572 $133753J $79052 $0.77
WI 422 9,260 $1511.417 $1 fS7717 "$0.24
Wf ~ 9!Xl $2.155413 $2,192294 l'S3B.B81 ~.31

WI 4FJ7 1 358 $3 958520 $405'8665 ($100 145 $0.68
WI 371 1 168 $2.417388 $2,421 Da:l ($3,621 $O.D2
WI 323 1 J52 $2533048 $2filJ7U7 $25.612 $114
WI 495 16,138 $5,195971 $5324694 ($128,924) flO.87l
WI i48 26.821l $4,122,725 $3955549 $167176 $0.52
WI 355 27,iBl. $3468,813 $3,452642 $16170 SQ.05
WI 554 52,23& $7543735 $8,594.189 ($1.050,454) l$1.68)
WI 274 704444 $9,661 055 $9318041 $343014 $0.38
WI GlWI- GTE NORlH INC. 0473600 $60,549,164 $60432511 $116,652 $0.02
WI WTWI-WISCONSIN BELL 2,081,561 $2204 929124 $224,84'1,631 $84493 W.OO

WlToaI 2.907940 $348,078 2JJ7 $3<l8 330,0444 CJ2S2,lm ($(l.on
W1Mu. $2.38
WI Min ($1]18)

Page 1 of 1
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USTA SEPARAllONS REFORM MODEL
LOOP ALLOCATOR AI..TERNATIVES

(AAMIS CoL _ 19lJ1 DoIIII&; NECA ea.. _ Ill19ll Dollars)

Loop 825% Loop@l1~ Loop ft SLU
SHIFTTO STAn; SHIFTTOSTA1E

COMPANY' BASE DIFFERENCE DifFERENCE
(MASKED INTERSTATE INTERSTATE TOTAL PER LOOP INTERSTATE TOTAL PER lOOP

STATE NAME) LOOPS ASSIGNMENT ASSIGNMENT DIFFERENCE PER MONTH ASSJGNMENT DFFERENCE PER MONTH
(A) (B) (el tD) (El (F) • rD) - IE) I(G)· (F) / (Cl/12 (H) (I) • tD) - (H) I(J) • (I) I Ie) /12
WI 73 1927 $621.084 $456,508 $164.576 $7.12 $410.S11 $210473 ts.10
WI 151 12.184 $4.138,5ll8 $3.3514OEl $187,099 $15.38 $3,663,es2 $41".856 $3.25
WI D 18070 .t!519382a $4.280.990 $932,,638 $4.84 $15,242,4913 -$4868S ($0.25)

WI 219 2.025 $6311YJl $516.188 $114,815 $4..72 $582,528 $48,475 $1.99
WI ~ 4105 $S86.222 $801,534 $184,688 $3.15 $873.001 $113222 $2.30
WI 3515 3.451 $66O,0G62 $5117.267 5153,194 $3.70 $461,027 $198,05 $4.82
WI 3611 8,457 $2.964.776 $2,614,131 $370,$45 $3.615 $3.130,010 -$145.2303 ($U3}
WI 39S 2.004 $459,504 $37ti,200 ~,224 $3.~ $345,574 $113,930 $4.74
we ~ 1559 $343273 $2&2,842 $SO,0C31 $3.23 $285,154 $58.118 $3.11
W 1.e51 4,392 $885,512 $T20,.695 $164817 $3.13 $839,824 $46.688 ~..87

WI 485 1.2043 $29162S $2>06,552 $45.074 $:l.W: $247.935 $43.891 $2.93
WI oMS 8,777 $1,750.991 $1,397,638 ~353 $3.D1 $1,301.OQ $+49,9150 P.84
WI 478 10,159 $2 18S,813 $1827173 $358,440 $2.901 $1,~12 874 $212,m9 $1.75
WI 1518 XT3t1l $4.168.2:50 $3,313,195 $tJ5l5 0'54 $2.60 ~,488,955 $681,295 $2.07
WI I52t 1.033 1233.109 $201541 $311i1J8 $2.55 $221,ZTI $11,838 $IU8
1M 521 ....1'01 $1681 Q2S $1,538,484 $142,541 $2.53 $1,587,931 $113 lllt8 $2.00
WI 54S 1,172 $170,686 $136,lJ71 $33.816 $2.40 $111.001 ~,665 $4.24
1M 583 2,248 $41003& $347,80«1 $62,198 $2.30 $328,333 $83,7015 $3.10
WI 579 :S.1MI4 $1.244.048 $1.140,302 $103 7<46 $2.17 $1,278.728 -$304,6&1 00.731
1M 582 8,349 $1~mT $1171,545 $215,382 $2.15 $1.197,090 $189,941 $1..90
WI 5194 3M1 $808,220 $724,822 $&4.388 $2.02 $793,413 $15,807 ~.3e

WI 595 2,311 $482,78i $426781 .,007 $2.01 $456,930 $25,858 ~.93

WI 5118 12.968 $2,455,836 $2.1+4.165 $311,671 $2.00 $2,248,2eo $209,556 $1.35
WI 5!il1 78,984 $9.552,28! ~718039 $1~ lUIS ~.856,676 $l,lI95,5lJ7 $1.&4
WI 1600 7,9159 $1.157,92S Wl,.435 $186,~ $1.95 $'954,021 .$200,908 $2.13
WI 1608 8,834 $1,504,224 $1.314.803 $189 .ol21 $1.83 $1,296,89$ $207,325 $2.00
WI :12 2,189 $286,068 $ZoO,0i90 $42,978 $1.65 $236.346 $49,722 $1.91
WI 16 51,911 $7,845.555 $l8,8111,863 ~liI92 $1.55 $7,097,890 $741,6615 $1.20
WI 17 14.784 $2 trJ:fT ... $2.339,364 $268,0197 $1.51 12,351,5198 $255,862 $1.44
WI rJ8 27,0452 $3,853,558 $3,175,326 $478,232 $1.45 $3,190,213 $463.345 $1.41
WI ll22 8,883 $1 3lJ7 904 $1.~1,416 $136,.488 $1.28 $1,27'2.285 $115,839 $1.09
WI GlWI. GTENO~ INC. 473.800 $80.50\9.164 $47.969,511 $12.579.652 $2.21 $46,129.0496 $14,419,668 $2.54
WI WTWl - WISCONSIN BELL 2,087.581 $224,929 124 $188,941,3:fT 435,987;l87 $1.44 $183,322,722 $41.e06.4Cl2 $1.66

'MTobil 2,904,963 $347,647.6190 $289,309,037 S5&S38llM $1.67 $284.749,591 $62,89tl.089 $1.80
WI •• $1.23 1$1..c3)
\IIIIMa $7.12 $19.10

la
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USTA SEPARATtONS REFORM MODEL
LOOP ALLOCATOR AI.TERNATIVES

(ARMIS COl..... 1.1~ NECA COl. _1996 DoIIlI~

~

STATE
(A)

COMPANY.
[MASKED

NAME)
(B)

lOOPS
(C)

Loop8 25%

BASE
iNTERSTATE
ASSIGNMENT

(D)

INTERSTATE
ASSIGNMENT

(K)

Loop @ 40% I Loop • 33 113'"
SHIFT TO STATE SHIFT TO STATE

DIFFERENCE DIFFERENCE
TOTAL PER lOOP INTERSTATE TOTAL PER LOOP

DIFFERENCE PER MONTH ASSIGNMENT DIFFERENCE PER MONTH
(l)" (D) - (K) I(M}" (1..) I (C) / 121 (N) 1 (0)· (D) - (N) I{P) .. (0) I (Cl/12

,..,

;~
ral:.e

~M
g"

Qt
ralW

!i:F-....
~~
:r

-l
ral~

~~
Z-....
~

rt'I~
~ ....
~
N
rt'I

~pj..
lZl~

~.-l...

WI 173
WI 1151
WI 1208
WI 1219
WI 1346
WI 1355
WI 1388
WI 1398
WI 1442
WI 10451
WI loil85
WI I~

WI 1~8

WI 1518
WI 152lS
~
~
WI 15113
WI 1519
WI 1582
1M 151M
WI 1!lge
WI 1598
WI 1597
WI 1600
WI 1608
WI 1612
WI 1818
WI 1611
WI l61a
WI 1622
WI IGlWI- GTe NORTH INC.
WI IWTWI- WISCONSIN BELL

W1Tat.aI
Willi"
Will•

1.927
12,184
tlUJ70
2,025
".105
3,451
U57
2,D04
1,558
4.392
1,2<13
8.m

10,1S
27,3t11

1,0s3
4,701
1,172
2,249
3,,984
8,349

3"-'
2,.318

12,969
n,984

7.9159
8.534
2,189

SU71
14..784
27.462

8-.8183
"13.1500

2.087.581
2.904,963

~1.084

$4.138.5011
$5,193.828

$331.0«1.
~222

$560.~

$2,984,178
$459.504
$343.273
~.!l12

$291.128
$1,750.991
$2.,185.813
$4.168.250

$Z33.-roe
$1.881.025

$170.686
$410.D38

$1,244.04&
$1,381.a:R

$809.220
$482.788

$2,455,836
19,552.263
$1,157,929
$1,504.224

$288.068
$7,845.555
$2,807,.a1
$3,653.553
$1,381,904

$60,549,164
$22",S29,124
$347,647.690

$1ST7,4S7
$5.319,146
$8,593.072

$813,353
$1,263,an

$$!f3,349
$3.529.833

$592,"12
$434,653

$1.134,715
$359,786

$2.281.525
$2.123.2004
$15.448.915

$280.462
$1,901.118

$221 ....10
$505.257

$1.401,880
$1.711.52-4
~,835

$566,798
$2,922.833

$12.306,585
$1.4«),393
$1.790,595

$350,536
19.2:91.IE
$3.020,239
$4.356,635
$1.SI92,562

$79,858,064
1278.838,953
$435.359.906

~,3831 ~11.(19)1 $76:3,.4821--~1.t2,3931 ($8.16)
..$1.180,6381 ~IUI8)1 $4,794."17 1 ..$l5I5S,9081 1$4.019)
-$1,399,2441 ($7.28)1 $5.971,1804 1 -$m,3561 ($.4.00)

-$182.3501 ($7~1 $731,511 ! -$100,5091 ($4.104)·
-$2.77,8491 ($5.64)1 $1.1040....79 r -$1504,2571 1'$3.13)
-$232,8871 ($5.62)1 $189.845 L___ -$1~,3&4L ($3.12)
-$545,0571 ($i5.37H $3.289.123 1 -$304.3521 ($3.00)
-$132,9081- ($5.53)1 $$32,168 I -$72.6641 ($3.02)
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